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New York Retail Trade and the 
World’s Fair 


Howarp Fox, Sipney H. MILLER, AND NorMAN S. WEIL 


This is a survey of the Fair situation to determine its significance to the New York 


merchant. 


The opening of the World’s Fair on 
April 30th of this year presents a unique 
merchandising opportunity to retailers 
in the New York metropolitan area. 
The event poses two questions: First, 
what increase in retail business can 
reasonably be expected during the 1939 
period of the Fair (May through 
October)? Second, what specific pro- 
gram should a store adopt to obtain its 
full share of the anticipated general 
increase? The answers to these ques- 
tions are of great interest to forward- 
looking merchants. 

In an attempt to answer these ques- 
tions, the authors called upon merchants 
and Fair officials, analyzed the recorded 
experience of the Chicago Fair held in 
1933 and 1934, and adjusted and pro- 
jected the index of department-store 
sales for New York and Brooklyn as pre- 
pared by the New York Federal Reserve 
Bank. 

The lack of an index of total retail 
trade in either New York or Chicago 
made it necessary to depend upon de- 
partment-store figures and to make the 
assumption that the general trend of 
retail activity is comparable. 





1 


An increase of from 10 to 14 per cent is forecast. 


CHICAGO’S EXPERIENCE 


The first step in forecasting the sales 
increase in New York attributable to the 
Fair was to try to determine how much 
Chicago sales were affected in 1933 and 
1934. Estimates announced by inter- 
ested parties could not be relied upon, 
since they presented unbelievably large 
increases which seemed to be based upon 
faulty statistical analysis. 

The most reliable data available was 
the monthly Federal Reserve index of 
department stores for the city of Chicago 
compared with the index for the United 
States as a whole.! Indices were deter- 
mined for semiannual periods, May 
through October, and November through 
April. The former represent Fair pe- 

1 The monthly indices for Chicago were corrected for 
seasonal variation using the factors prepared by the 
Chicago Federal Reserve Bank for the entire district. 
These adjusted monthly indices were divided into two 
groups: the index for the Fair months (May through 
October) and the index for the non-Fair months (Novem- 
ber through April). These indices for the two periods 
were obtained by averaging the monthly indices for the 
months that applied to the period. The same procedure 
was applied to the Federal Reserve index for the country 
asa whole except that indices adjusted for seasonal varia- 
tion were already available. Finally, the Chicago index 
for each of the eleven Fair or non-Fair periods was ex- 


pressed as a percentage of the corresponding figure for the 
United States. 
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TABLE 1 
DEPARTMENT-STORE SALES ADJUSTED FOR 
SEASONAL VARIATION 


(Averages for six-month periods) 
1923-24-25 1923-24-25 Chicago per- 


=] 100 centage of 

Chicago United States* United States 
1931—F...... 81.0 90.1 89.9 
1932—-N..... 68.7 77.8 88.8 
1932—F...... 59.2 67.3 88.0 
1933—-N..... 56.6 62.0 91.3 
1933—F...... 69.1 69.0 100.0 
1934—-N..... 65.7 72.3 90.9 
1934—F...... 73.5 74.2 99.1 
1935—-N..... 73.2 76.5 95.7 
1935—F...... 74.6 78.2 95.4 
1936—-N..... 81.1 82.8 97.9 
1936—F...... 87.0 88.2 98 .6 


*Average computed from Federal Reserve 
adjusted figures. 

F = Average of department-store sales index, 
adjusted for seasonal variation, May, June, 
July, August, September, October (Fair period). 

N = Average of department-store sales index, 
adjusted for seasonal variation, November, 
December, January, February, March, April 
(non-Fair period). 


riods and the latter non-Fair periods. 
The results appear in table 1. 

A study of the table indicates that in 
the May—October period of 1931 Chicago 
sales were 81 per cent of the 1923-24-25 
base, whereas United States sales were 
90.1 per cent of their 1923-24-25 base. 
Chicago sales had dropped 19 per cent 
from the 1923-24-25 base (average 
monthly sales for the years 1923-24-25) 
whereas country-wide sales were down 
only 9.9 per cent. Thus, the Chicago 
index was 89.9 per cent of that for the 
United States. It will be noted that 
until the Fair period of 1933 Chicago 
sales lagged behind those of the country 
by about 9 per cent to 12 per cent. 
During the Fair of 1933, however, the 
Chicago index equaled the national in- 
dex, for the first time in some years. 
During the following six months, 


November 1933 to April 1934, when the 
Fair was closed, the Chicago sales 
dropped right back to their former 
relationship—9 per cent under the 
United States figure. With the repeti- 
tion of the Fair in 1934, the Chicago 
index again about equaled the United 
States figure. It is true that in the 
succeeding six months business in 
Chicago held up much better than be- 
fore in any non-Fair period and that 
Chicago continued to improve its relative 
showing. Whether or not the 1935 and 
1936 situations were a result of a possible 
long-time influence of the Chicago Fair 
will not be considered here. The con- 
clusion, nevertheless, is clear that, in 
Chicago, department-store sales in- 
creased, relative to the United States, 
from an index of about 91 to 100, a 
percentage increase of about 10 per cent. 

It is possible, of course, that factors 
unrelated to the Fair caused the Chicago 
improvement. But the prompt drop in 
the Chicago index right after the first 
Fair period to the pre-Fair level would 
seem to indicate that the Fair itself was 
the major cause. 


CHICAGO vs. NEW YORK 


If Chicago department stores enjoyed 
a 10 per cent increase, the next question 
to decide is whether New York can 
reasonably expect as large an increase 
above normal. The following differences 
between the cities have to be considered: 

1. The Chicago experience occurred 
during the beginning of recovery from 
the great depression. The New York 
experience will occur during recovery 
from only a secondary depression. 

2. Transient trade is different. New 
York has always enjoyed a larger 
transient trade than Chicago, both 
absolutely and relatively. New York 
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with its great amusement center and 
prestige of sheer size is something of a 
permanent fair. The 1939 Fair is only 
an added attraction. Accordingly, from 
this angle, it seems unlikely that the 
Fair will have as great an effect relatively 
in New York as it did in Chicago. 

3. Competition for the tourists’ dol- 
lars is probably keener in New York than 
in Chicago. The latter city has no 
amusement center to compare favorably 
with the “Great White Way” and the 
beach resorts of New York. As a 
result, the New York visitor is likely to 
allot a smaller proportion of his budget 
to merchandise expenditures. 

4. The locations of the two fairs in 

question in relation to the accessibility 
and proximity to the shopping centers 
vary. In New York, the Fair is to be 
located in the Flushing Meadows, at 
least fifteen minutes by subway from 
Times Square. In Chicago, the Fair 
was held near the heart of the city, about 
a mile from the major shopping center. 
The New York visitor could easily 
patronize the Fair without being sub- 
jected to the glamour of Fifth Avenue 
and Herald Square. 
5. There is a denser population within 
a radius of 200 miles of New York 
whereas there is something of a popula- 
tion sparseness around Chicago. Thus, 
New York has always attracted the 
shopping of this group. The Fair ex- 
pects a great percentage of its visitors 
from within this 200-mile radius and it 
is unlikely that retail sales will be 
considerably affected by this group. 


ESTIMATED INCREASE FOR NEW YORK 


An analysis of the above differences 
would seem to lead to the conclusion 
that New York stores are not likely to 
enjoy as great a relative increase as did 


Chicago. While there can be no scien- 
tific basis for an exact figure, an increase 
of from 5 per cent to 8 per cent would 
seem a common-sense forecast, at least 
for department stores. 

In a survey made of the opinions of 
New York merchants, it seems to be the 
general opinion that the increase due to 
the Fair will be about six to eight per 
cent. There were some stores, how- 
ever, that did not believe that the Fair 
would bring any increase at all to them 
and there was one store that thought the 
Fair might bring a 15 per cent increase. 


TABLE 2 
New York City Sates in 1935 oF RETAIL- 
Store Groups LIKELY TO BE AFFECTED 
BY THE FAIR 
(1935 Census of Distribution) 


Types of Stores Sales 
General merchandise group.... $397 ,566,000 
Apparel group............... 412,529,000 
Filling stations............... 48 ,412 ,000 
Furniture household group..... 133 ,879 ,000 
Eating and drinking places.... 369,172,000 
Dime etaressi .) FE  ee. ee 83 ,086 ,000 
Ceperemoee ss feiics oie FP Se: 39 , 892 ,000 
PR ibis sc eehbe eo eke 12 ,962 ,000 
JO EE ooo 5.4 K8K i ke 32,542,000 
PRO WOETIINIE vain 5 0 0 6 0.4 0,0:050-04 0% 10 , 346 ,000 
Beer and liquor (package)..... 34, 107 ,000 


Total store sales affected. . . $1,574, 493,000 


The above forecast may also be com- 
pared with the forecast that Grover 
Whalen, president of The World’s Fair 
1939, Inc., made in the special supple- 
ment to Women’s Wear Daily, December 
1938. It was to the effect that there 
would be an increase of $70,000,000 in 
retail trade directly attributable to the 
Fair. 

As table 2 indicates, the aggregate 
sales of those types of retail stores in 
New York City that are likely to be 
affected by the Fair were $1,574,493,000 
in 1935. Applying the Federal Reserve 
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Bank department-store index for New 
York and Brooklyn to this figure’ indi- 
cates that the trade of these stores 
during the six months May 1938 through 
October 1938 was approximately $743,- 
000,000. Mr. Whalen’s estimate, then, 
indicates an increase of about 9.4 per 
cent. An increase of 8 per cent yields 
about $60,000,000, not a great deal less 
than Mr. Whalen’s estimate. 


NORMAL INCREASE IN NEW YORK TRADE 


Even though New York may expect 
5 to 8 per cent increase due to the Fair, 
there are other factors that will tend to 
raise sales above the 1938 level. Unless 
another European crisis occurs this year, 
it is the concensus of opinion that retail 
trade in 1939 will exceed that of 1938 
by a sizable margin. One forecaster 
estimates a 7} per cent increase for the 
country but specific forecasts for New 
York City are not available. 

The logical way to forecast the normal 
increase in New York is to plot three 
curves; namely: (1) the index of monthly 
dollar sales in New York department 
stores, adjusted for differences in selling 
days and seasonal variation; (2) the 
index of retail prices (Fairchild); and (3) 
the resultant index of physical volume. 
Unfortunately, the New York Federal 
Reserve Bank maintains simply an unad- 
justed index of local department-store 
sales but it provided the authors a sea- 


2 The 1935 figure was divided by 12 to determine the 
average month’s sales in 1935. Since this is 79.4 per cent 
of the (1925-26-27) base, according to the Federal Reserve 
index, the 1925-26-27 base was found to be $165,374,055. 
The May 1938 index unadjusted was 75.4 per cent of the 
base or $124,692,037 (the sales for May 1938). The indices 
for June, July, August, September, and October were 
similarly applied to $165,374,055 to estimate the sales for 
these months. The aggregate sales for the six months of 
1938 were thus determined. In this computation, it was 
assumed that the sales of the entire group of stores changed 
from 1935 in the same proportion as did those of the 
department stores. 


sonal variation index and a record of the 
number of selling days each month. 
Thus, it was possible to construct an ad- 
justed sales index for the New York City 
department stores. See table 3. The 
average index of physical volume for the 
six-month period May through October 
1937 was 93.9, and, for the same period in 
1938, it was 90.6. The highest point this 
index reached in any one month in the 
two years (1937 and 1938) was 99.2. 


TABLE 3 
DEPARTMENT-STORE SALES 
Index of Sales 
Adjusted for Fairchild Units 
Seasonal Price “Real 
19371 Variation Index? Sales’”’s 
January........ 91.0 93.0 97.8 
February....... 89.8 93.7 96.9 
March......... 89.8 94.5 95.0 
Ms koe tase» 90.5 95.2 95.1 
__ ere 94.8 95.6 99.2 
asain «0 90.8 96.0 94.6 
ee Seer et o 90.3 96.3 93.8 
August......... 85.3 96.6 88.3 
September...... 90.6 96.3 94.1 
October........ 89.1 95.7 93.1 
November...... 89.0 94.5 94.2 
December...... 87.2 93.2 93.6 
Average for 
Fair months 90.2 96.1 93.9 
19381 
January........ 90.0 92.4 97.4 
February....... 84.2 91.2 92.3 
March......... 84.1 90.6 92.8 
ee 85.0 90.2 94.2 
Ree 77.9 89.5 89.3 
ee... ii.2s.. 83.3 89.2 93.4 
Bs craved Ons 80.4 89.0 90.3 
August......... 75.3 89.0 84.6 
September 85.1 89.0 95.6 
October........ 80.4 89.0 90.3 
November...... 83.3 88.9 93.7 
December...... 86.0 88.9 96.7 
Average for 
Fair months 80.4 89.1 90.6 


1 Average of May through October (World’s 
Fair months) 

2 Survey of current business. 

Unit or real sales found by dividing ad- 
justed sales index by price index. 
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The index as of December was 96.7. In 
estimating the index for the Fair period 
in 1939, consideration is given to the 
prevalent opinion that physical volume 
will approach, but hardly equal, the 
1937 level. An estimate of 93 seems 
reasonable. 

The Fairchild index for the last half 
of 1938 stabilized at about 88.9. Since 
this represents a decline from the high of 
96.6 in April 1937, it indicates that the 
next move will probably be upward. 
Except for war, however, there is little 
reason to expect a sudden price rise dur- 
ing the coming nine months. An aver- 
age index exceeding 91 or 92 seems highly 
unlikely. 

Multiplying the estimated physical 
volume index of 93 by an estimated 
price index of 91.5 gives a dollar-sales 
index of 85 for the Fair period 1939, with 
no allowance for the influence of the 
Fair itself. The average dollar-sales 
index for the 1938 Fair period was 80.4. 
The estimated increase is 4.6 points or 
5.7 per cent of 1938. 


AGGREGATE SALES INCREASE 


From the above mathematical calcula- 
tions, the following tentative conclusions 
may be arrived at: Excluding the influ- 
ence of the Fair, the New York depart- 
ment-store business is likely to increase 
5 to 6 per cent. The Fair is likely to 
exert a further influence of from 5 to 8 
per cent. Thus, a reasonable guess is 
about a 10 to 14 per cent total increase 
in New York department-store sales in 
the Fair months 1939 over the same 
months in 1938. 

Of course, this increase will not be 
distributed equally among all classes of 
department stores and all classes of 
products. The department stores that 
have already achieved a national reputa- 
tion for quality and fashion-right goods 





are likely to exceed the average. In 
Chicago, for example, Marshall Field 
seems to have benefited more by the Fair 
than any other store. 

In regard to merchandise, the types 
of goods that will be purchased by tour- 
ists to take home for themselves and 
friends are those most likely to show 
substantial increases. These goods are 
largely in the small wares and ready-to- 
wear accessories classifications. Ready 
to wear will also be affected favorably. 


STORE PROGRAMS 


With the opportunity for a substantial 
increase in business during the period of 
the Fair, it becomes important for stores 
to make detailed plans to obtain their 
fair share of the expected general in- 
crease. The anticipated volume will 
certainly not flow automatically into the 
hands of the merchant who does nothing 
to attract it. The extra business will go 
to those who are prepared to handle it. 
Adequate preparation involves the fol- 
lowing matters: revision of store hours, 
store layout, introduction of special 
merchandise, advertising, and training 
of employees. 

Revision of store hours. While as yet 
no general decision has been reached, 
there is an indication that many de- 
partment stores will omit their usual 
Saturday closing during July and 
August. The reason for this is obvious. 
The extra day’s business will be great, 
based on the great influx of people that 
New York will enjoy during these 
months. Stores will also attempt to 
maintain a complete salesforce during 
these two months in which employees 
have taken vacations in former years. 
Probably many stores will schedule vaca- 
tions in the late winter, spring, or fall. 

Store layout. Of eight stores ques- 
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tioned on this point, only three reported 
the planning of physical changes due to 
the Fair. However, many others have 
already made recent changes in physical 
layout. Sales may also be increased by 
putting small wares and convenience 
goods on the main floor where customers 
in a hurry may make a quick purchase. 
The majority of store decorations will 
be in the interior in the form of posters, 
wall decorations, and flags. 

Introduction of special merchandise. 
The market has already produced quite 
a few items which will bear the Fair 
motif. For example, the perisphere and 
trylon designs are appearing on dress 
materials, pipes, bathing suits, and the 
like. Then, too, the colors of the Fair 
will decorate many articles as, for ex- 
ample, millinery, shoes, and handbags. 

This sort of merchandise will tend to 
boost sales volume, but it is felt that the 
great opportunity is in regular merchan- 
dise that will appeal to Fair visitors 
because of its appearance, newness, 
attractive price, and New York label. 

Advertising. There seems to be a 
tendency for the New York stores to 
defer a decision in regard to an increased 
advertising appropriation until the Fair 
is actually in progress. This is a dan- 
gerous state of mind. For example, the 
reports from Chicago on the 1933 Fair 
indicate that many stores lost out on 
their share of the business because they 
neglected to advertise. 

However, when the Fair was reopened 
in the second year, these stores were 
careful not to repeat this mistake. Con- 
sequently, they enjoyed more satisfac- 
tory increases. New York stores can 
profit by the Chicago experience and 
plan an increase in advertising com- 


mensurate with the extra _ business 
obtainable. 

Both institutional and merchandise 
advertisements must be used for that 
“extra business,” since both furnish 
strong sales appeals, but institutional 
advertising is likely to receive greater 
emphasis than normally. 

Display. Most of the New York 
stores are already planning special 
window displays, both before and during 
the Fair. In fact, on December 28, 
1938, the Fifth Avenue stores codperated 
in unveiling windows which tied in with 
the Fair. These early displays were 
mostly institutional in character. 
Nearly all stores questioned in a recent 
questionnaire said that they have al- 
ready made plans for their window 
displays, unveiling both institutional and 
merchandise displays. 

Training of employees. Of eight 
stores reporting on this point, six 
stated that they plan special training of 
employees so that they will be able to 
handle the Fair visitors more intelli- 
gently. But as yet few stores have 
made definite plans in this direction; 
that is, few training plans have been 
formulated. The general idea is to 
acquaint all employees thoroughly with 
the highlights of the Fair a: to train 
employees in giving visitors directions 
how to reach the Fair grounds and 
other points of interest. Many stores 
will undoubtedly establish special infor- 
mation booths. One store will appoint 
six guides to conduct tours through the 
store. 

It is to be hoped that training will not 
stop here. There is good reason to 
believe that customers in many parts of 
the country are accustomed to a more 
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interested and personal service than the 
typical salesperson in New York pro- 
vides. The very size of this city and 
the lack of demand on the part of the 
typical New Yorker for personal con- 
sideration has led to a “take-it-or-leave- 
it” attitude that is often much resented 
by visitors. If a New York store is to 
impress visitors favorably so that they 
will sing its praises when they get back 
home, it must develop a more personal- 
ized selling service than it has thought 
necessary in the past. Stores should 
start now to impress upon the sales- 


people the point of view of the out-of- 
towner. Stores should make clerks feel 
that they are honor bound to make an 
impression on visitors who are all too 
ready to report home that New York isa 
discourteous place. 

The advantages of gaining a national 
reputation by good treatment of Fair 
visitors are great. Not only may a 
repeat mail-order business be developed, 
but every one seems to get to New York 
sometime and, when they do, they go to 
the places recommended by their friends 
who were there before. 


The Challenge of Over-the-Counter 
Salesman ship 


O. PRESTON ROBINSON 


Professional salespeople are quite as important in stores as they are in 
direct selling. In fact, the author shows that the over-the-counter seller 
meets some problems not faced by the contact salesman. 


Approximately five million people are 
engaged in the occupation of buying 
and selling goods through retail stores. 
Of these, roughly about one half (two 
and one-half millions) are retail sales- 
peopie. Through the hands of this army 
of workers about $40,000,000,000 worth 
of merchandise passed in 1937. These 
goods consisted of all varieties ranging 
from mouse traps to mink coats and 
from fresh garden beans to bedroom 
furniture. For the services they per- 
formed in assisting to transfer this 
tremendous quantity of merchandise 
into consumer’s hands, retail salespeople 
were paid approximately $2,400,000,000 
in wages. 





In spite of the size and importance 
of the retail business and the essential 
part that personal salesmanship plays 
in its operation, the misconception still 
persists that to sell over a counter is a 
simple job. This idea is entertained 
both by those merchants who pay low 
average wages for the job and by those 
salesclerks who look upon their work as 
something to which they have been forced 
to resort. This attitude has done much 
to hinder the development of better 
retail-selling methods. Improvements 
in retail salesmanship have not kept pace 
with advances in other merchandising 
activities. Most stores today are far 
better equipped to get goods onto their 
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shelves than to get them into their 
customers’ homes. 


IS OVER-THE-COUNTER SELLING EASY? 


Most efforts to improve personal 
selling methods have dealt solely or 
mainly with the problems of contact 
salesmanship. Because this type of 
salesman prospects for or approaches 
customers who most frequently are not 
in a buying mood, many believe that he 
alone faces the real selling situation. 
As a result, hundreds of books have been 
written and innumerable courses given 
to help these salesmen solve their 
problems. 

Very few people, however, have recog- 
nized the fact that good over-the- 
counter salesmanship might be difficult. 
The over-the-counter salesmen, those 
who work in stores, service stations, 
restaurants, and other places where 
customers approach the salespeople, do 
not have the problem of prospecting or 
creating the buying attitude. Because 
the customer comes to the store, many 
believe that the salesperson’s only prob- 
lems are to know the merchandise and 
to give courteous service. 


A COMPARISON BETWEEN OVER-THE- 
COUNTER AND CONTACT SALESMANSHIP 


In spite of the fact that customers 
who come into retail stores usually are 
in a buying mood, there are many aspects 
of retail selling that require for its intelli- 
gent accomplishment skills and abilities 
not essential to good contact sales- 
manship. In order to visualize these, a 
clear distinction must be made between 
clerking and salesmanship. If the retail 
salesperson considers his job as one of 
merely “waiting on” customers who 


know just what they want, then over- 
the-counter selling is indeed simple, 
requires little intelligence, and eventu- 
ally may be done by an automatic 
vending machine. On the other hand, 
if he looks upon himself as a merchandise 
adviser, an expert in his line whose 
responsibilities are to help customers 
define and fulfill their wants and to 
stimulate desires for other goods, then 
his job is a difficult one, embodying real 
salesmanship. It is this type of sales- 
manship that is under discussion here, 
and to do it well includes meeting the 
following problems which are quite 
peculiar to the over-the-counter sale. 
1. The problem of an intelligent pre- 
approach. The pre-approach is con- 
cerned with the salesman’s preparation 
for the immediate contact. In contact 
selling, the salesman selects his pros- 
pects. Consequently, he generally 
knows who his next customer will be. 
If he has initiative and if the circum- 
stances permit, he can learn much about 
his customer that will help him make an 
effective contact. On the other hand, 
the retail salesperson never knows who 
his next customer will be. His prepara- 
tion can be only general and he must 
depend upon the impulses and cir- 
cumstances of the moment in order to 
make a good impression on his customer. 
2. The use of a planned presentation. 
Due to the relatively standardized condi- 
tions under which the contact sale is 
made, planned or standardized sales 
talks have become common practice. 
The contact salesman usually knows 
before he meets his prospect what he 
is going to say about his product and 
how he will present it. Such definite 
preparation simplifies the selling job 
but is quite impossible to the retail 
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salesperson. Every customer contact 
in the store is so different that a 
standardized presentation is unquestion- 
ably impractical. The limited extent 
to which the retail salesman can plan 
and use standardized methods consists 
in the use of effective words, phrases, and 
planned ways of expressing selling points. 

3. The use of obvious persuasion in 
the presentation. Prospects in the con- 
tact sale expect the salesman to use 
persuasion in his sales talk. He is sup- 
posed to have a “selling attitude.” 
He may urge the prospect to buy and 
may even do a little “puffing” of his 
wares and still not irritate or offend. 
Selling is his job and evident effort to 
sell only a natural result of his enthusi- 
asm. The attitude of the customer 
toward the retail salesperson, however, 
is entirely different. His purpose is to 
serve and the fact that the customer has 
come to the store of her own free will 
and choice makes her peculiarly antago- 
nistic to obvious persuasion. Evident 
effort to sell will stimulate her resistance 
more rapidly and surely than most any 
other thing that the salesperson might 
do. Yet, the good retail salesman must 
also sell. To do so, he must urge, per- 
suade, and guide the customer along to a 
favorable decision. To be effective, all 
of this must be done subtly. The 
customer must be made to feel that she 
is making all of the decisions. The art 
of good retail salesmanship “‘lies in the 
concealment thereof.” It takes a good 
deal more skill to use subtle persuasion 
than to persuade openly. 

4. The problem of 


Specialization. 


Most retail salespeople are required to 
sell a large variety of merchandise, many 
of the details of which are changing 
continuously. This characteristic of 


retail selling makes it difficult if not 
impossible for the salesperson to special- 
ize. In other words, while the contact 
salesman needs to become an expert 
in only one line of goods, the efficient 
retail salesperson must be prepared to 
present and describe many types of 
merchandise accurately and intelligently. 

5. Advising mnonprofessional custom- 
ers. A further problem of over-the- 
counter salesmanship, which adds to its 
difficulty, lies in the type of customer 
contacted. Contact salesmen com- 
monly present their lines to professional 
buyers. These buyers are interested in 
technical details and are able to discern 
quickly the points of superiority. Retail 
salespeople normally serve many 
customers who know relatively little 
about the goods they are buying. Al- 
though this fact may make retail selling 
seem easier to the indifferent salesclerk, 
the salesperson who considers himself a 
merchandise adviser will find that it 
makes good salesmanship even more 
difficult. This is true because the sales- 
person must assist the customer to inter- 
pret and satisfy her wants most intelli- 
gently. If the customer is inadequately 
informed about the merchandise the 
salesperson must be doubly careful about 
his selections and presentation. 

6. Extenuating circumstances — sur- 
rounding the retail sale. Retail selling 
is generally conducted under circum- 
stances that make it difficult for both the 
salesperson and the customer to concen- 
trate. Confusion, noise, and many 
interruptions characterize the conditions 
that surround a store sale. Any sales- 
person might be at the point of convinc- 
ing a customer about the qualities of an 


|Continued on page 27.) 











The Preévaluation of Retail Advertising 


CHARLES M. Epwarps, JR., AND WILLIAM R. ZHEUTLIN 


The greatest need in retail advertising is a workable method of determin- 

ing in advance of publication whether an advertisement is good or bad. 

With the codperation of a large store, the authors are developing such a 
technique. 


The other day the advertising manager 
of a large Eastern store plunked a 
double-truck advertisement for fur coats 
on the desk of an advertising analyst. 
“What’s wrong with this advertise- 
ment?” he asked. ‘For many years at 
this time we have held fur sales. In- 
variably our advertisements in previous 
years have clicked. This one didn’t 
pull. Why?” 

The analyst resisted the temptation 
to express the spontaneous opinion that 
rushed to his mind. He felt like reply- 
ing, ““There’s little reason why the adver- 
tisement should sell.” But he did not. 
He knew too well that his reply would 
have been nothing but an off-hand, unsup- 
ported opinion. Another opinion at this 
time would have been valueless. Some- 
body had already expressed an opinion, 
and had released an advertisement that 
should never have been published in the 
form in which it was run. 

“Give me a few minutes,”’ said the 
analyst, “to see what I can learn.” 

A short time later he talked with the 
advertising manager again. Mean- 
while, he literally took the advertisement 
apart, bit by bit. Now he had evidence 
for saying, ‘““There’s little reason why 
the advertisement should sell.” “‘Look 
at it thoughtfully,” he urged. “What 
does the advertisement say, and how 
does the advertisement say it? It says 
little more than ‘here are some fur coats 


at low prices. Take them or leave them.’ 
It consists of nothing but a thirteen- 
column streamer, ‘Save from —% to 
—Y, in Blank’s Greatest Fur Sale’; a 
label headline which identifies the gar- 
ments as fur coats and jackets; a price 
displayed in large, black type; a list of 
the furs available; and a signature cut. 
The advertisement fails to give women 
who might be prospects for the coats 
much of the information that they want 
or need to know before they can make 
up their minds to buy. It doesn’t tell 
them such vital facts as styles, fashion 
importance, linings, workmanship, sizes, 
uses, and benefits. Certainly women 
won’t buy without knowing these facts. 
Many of them won’t even visit the store 
to seek the needed facts. They want to 
be informed by your advertisement that 
the coats have certain desired features or 
they won’t bother to come to the store. 
On top of this, the advertisement does 
not present its message interestingly. 
There’s only one illustration. ...” 

“Stop! I’ve heard enough,” replied the 
advertising manager. “You’ve already 
given me sufficient reason to show why 
the advertisement failed. The thing 
that worries me is that our hindsight is 
always better than our foresight. Is 
there any way by which we can make 
sure that an advertisement will sell before 
we release it?” 

In asking this question about the 
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possibilities of evaluating advertisements 
before publication, the advertising man- 
ager voiced a query to which many able 
advertising executives are today seeking 
an answer. Is there any way of making 
certain before an advertisement is sent 
to the newspaper that it has a reasonable 
chance to sell? Is there any means of 
being sure in advance of publication that 
an advertisement contains all the infor- 
mation that is needed to ensure its suc- 
cess; is there any method of ascertaining 
whether the advertisement presents its 
story in the most effective manner? 


THE PERSONAL OPINION METHOD 


Certainly some method of preévaluat- 
ing the selling power of an advertisement 
is desperately needed in order to prevent 
the waste of time and money that is so 
common under existing “evaluation” 
procedures. At the present time in 
most stores, advertisements are ‘‘killed”’ 
or released on the basis of the personal 
opinion of the advertising manager. As 
advertisements pass in endless procession 
across his desk, he scans them hastily, 
deciding almost arbitrarily which adver- 
tisements are to run and which are not. 
He seldom has the time to study pro- 
posed advertisements as thoughtfully as 
he would like. He never, it seems, has 
time to unearth by investigation the 
facts about why some advertisements 
pull and others do not. He has no 
opportunity, therefore, to set up stand- 
ards for future guidance. Conse- 
quently, he is compelled to command 
acceptance of his decisions by the force 
of his authority rather than on the basis 
of his facts. 

Such a procedure is bound to lead to 
the wasteful expenditure of money for 
unproductive advertising. Personal 


opinions based on nothing more than 
casual, haphazard observations cannot 
constitute a sound basis for preévaluat- 
ing the selling power of advertisements. 
The probable worth of any advertise- 
ment can rarely be determined by a 
cursory perusal of illustration, layout, 
headline, and text. Repeated experi- 
ments with already published advertise- 
ments, the sales productiveness of which 
was known, have proved that advertising 
men ordinarily cannot distinguish good 
advertisements from bad in more than 
fifty per cent of the cases. Their opin- 
ions are little better than guesses or 
tosses of a coin. 

To overcome this dependence on per- 
sonal opinions and hunches in preévalu- 
ating advertisements, a number of 
copy-testing systems have been devised 
in recent years. Most of these systems 
have been employed by national rather 
than by retail advertisers. The former 
have utilized consumer juries, for 
instance, to learn which of several 
proposed advertisements typical con- 
sumers consider best. They have also 
resorted to memory ratio, sales, inquiry 
response, and other tests. All of the 
many systems have their merits. Most 
of them, however, require too much time 
and expense to make them suitable for 
the use of retail advertisers. 


THE CHECK-LIST METHOD 


Probably the most talked of method 
at the moment is the check-list method. 
In recent years advertisers have been 
deluged with check lists. These lists 
have provoked furious discussion espe- 
cially in the last two years, largely as a 
result of the claim made by W. S. and 
A. J. Townsend that they have dis- 
covered after years of research twenty- 
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seven basic elements, several or all of 
which should appear in every advertise- 
ment. The larger the number of basic 
elements which an advertisement con- 
tains, according to the Townsend 
brothers, the higher the rating it deserves 
and the greater its likelihood of produc- 
ing sales. 

All these check lists are offered to 
advertisers (for substantial considera- 
tions) as methods of preévaluating 
advertising quickly and relatively inex- 
pensively. They are easy to apply, 
according to their proponents, after the 
advertiser has been trained in their use. 
The strongest selling point in their favor 
is the fact that the few advertisers who 
have utilized them say that they work; 
users state that the employment of check 
lists result in more productive advertis- 
ing. This favorable report is not sur- 
prising. In fact, it is to be expected. 
Any list that requires advertisers to 
make sure before publication that their 
advertisements conform to certain widely 
recognized basic principles inevitably 
will improve advertising. Amy thought- 
fully conceived check list is bound to 
prevent many costly omissions and 
glaring errors. 

What causes most of these check lists 
to be less valuable than they might be is 
the fact that most of them attempt to 
measure both objective and subjective 
factors. The first, the objective, tangi- 
ble facts, can be measured; the second, 
the subjective, intangible qualities, can- 
not. The presence of the first is a 
matter of record; the presence of the 
second is a matter of opinion. It is not 
difficult, for example, to ascertain the 
presence or absence of objective facts 
like designs, materials, colors, uses and 
benefits, and proof. It is not difficult, 


moreover, to ascertain the techniques 
employed in copy and display. An 
analyst can readily determine, for in- 
stance, whether a label headline or an 
informative headline is used; whether the 
illustration shows the product alone or 
the product in use. But it is a more 
difficult, and often an impossible, task 
to determine whether or not an adver- 
tisement possesses a subjective intangible 
quality, such as an appeal to curiosity. 
The latter is a quality that exists only 
in the mind of the reader. What pro- 
vokes the curiosity of one man leaves 
another man cold and indifferent. 
Available check lists offer little help 
to the retail advertiser in advising him 
about what merchandise facts should be 
included in an advertisement. Yet the 
advertisements which appear in the 
daily newspaper are convincing evidence 
that such a list is greatly needed. A 
recent half-page advertisement in a New 
York City newspaper, for example, 
illustrates the point. An advertisement 
of a hat carried a coupon to induce 
customers who could not visit the store 
to order by mail. Yet the advertise- 
ment failed to tell the material of which 
the hat was made. By questioning a 
group of women, the investigators ascer- 
tained not only that readers would not 
order the hats without first knowing the 
materials, but they learned also that 
each of the women made a guess about 
the material. Surprisingly, the guesses 
were widely different. When sales re- 
sults were checked several days later, 
the investigators found that the adver- 
tisement was a dismal failure, bringing 
in sales that amounted to only a fraction 
of the cost of the advertisement. Un- 
doubtedly, the omission of the material 
accounted in part for the failure. 
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WHAT TO SAY AND HOW TO SAY IT 


If a store is to avoid wasting money 
on unproductive advertisements, it must 
devise a check list for preévaluating its 
advertisements. Such a list should en- 
sure, first, that the store’s advertisements 
contain all the facts that the customer 
needs or wants to know before she can, 
or will, make up her mind to buy. The 
necessity for giving this information is 
accentuated by the rapidly spreading 
“consumer movement,” the essence of 
which seems to be that the consumer 
wants to know. A store needs a check 
list, second, to make certain that every 
advertisement presents its message in 
the most interesting, convincing manner. 

It is not a difficult undertaking to 
learn what an advertisement should say, 
and how it should present its message, 
in order to produce satisfactory sales 
results; but patience and thoroughness 
are required. For each of the separate 
lines of merchandise carried by the store, 
past advertisements for which sales 
results are known should be segregated 
into two groups: (1) the good advertise- 
ments (those that produced a satisfac- 
tory amount of business in relation to 
their cost); and (2) the bad ad- 
vertisements (those that brought 
unsatisfactory response). ~Then the ad- 
vertisements in each group should be 
analyzed carefully. Minute records 
should be kept of the facts that each 
advertisement contained and of the 
techniques employed in headlines, copy, 
illustrations, and layout in presenting 
these facts. In summarizing the tabula- 


tions, the analyst should ascertain the 
differences between the good and the 
bad advertisements, as already sug- 
gested, on the bases of (1) what the 
advertisement said, and (2) how the 
advertisement said it. The findings of 
such a study will form the nucleus of a 
highly valuable check list. They will 
indicate to a store what to do and what 
not to do in future advertisements. 
Through intelligent preévaluation of its 
advertisements, with the aid of such a 
check list, a store can reduce advertising 
waste and can make its advertisements 
more productive. 


STUDY UNDER WAY 


Evidence is available that such a 
check list is extremely helpful because, 
for the past four months, New York 
University School of Retailing has been 
coéperating with a large Eastern store in 
an investigation of thissort. The store’s 
advertisements for many months have 
been broken down into their component 
parts to discover what was said and how 
it was said. Tabulations to date show 
that concrete facts are obtainable. 
These facts are soon to be used by the 
store to check advertisements before 
they are run, to assist copywriters, and 
to ensure the store against waste of 
money in _ unprofitable advertising. 
Most important, the list is to be utilized 
by the advertising manager to make sure 
that every advertisement released con- 
tains all the essential facts that the 
customer wants or needs to know before 
she makes a purchase. 








The Boom in New York City 
Liquor Stores 


SAMUEL MINTz 


This careful and authoritative study on the problems facing liquor stores 
is one of the first attempts to explore an important field. 


THE ERA OF CONTROL 


We must view the lamentable dry 
period in our history as a sort of great 
wall of years disconnecting our legal 
alcoholic past and present. The qualify- 
ing word, “legal,” is used as a reminder 
that we are deliberately omitting that 
painful interim of postwar decadence so 
vividly symbolized by Al Capone, poison 
booze, and the speak-easy. A frame- 
work of legislation for the liquor indus- 
try came into existence with repeal that 
has few, if any, roots in the past. Itisa 
product, rather, of our unsettled con- 
temporary economic life and of the 
political and social thinking thereby 
engendered; in short, it is epitomized 
perfectly in the New Deal credo—con- 
trol of business. Obviously, therefore, 
the retailing of liquor must properly be 
considered a relatively new field of enter- 
prise, some five years old. In this light, 
it will be fruitful to examine the liquor 
store in New York City. This will give 
not only an interesting though partial 
insight into the workings of New York 
State’s system of liquor control which is 
widely acclaimed, studied, and copied 
by other States, but also a better under- 
standing of the why and wherefore of 
the recent boom in New York City 
liquor-store values. 

The New York State Legislature, with 
the jubilant death knell of prohibition 
hardly stilled, set about greeting the 
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resurrected liquor industry. It created, 
first of all, a State Liquor Authority with 
supreme administrative power “‘to regu- 
late and control the manufacture, sale, 
and distribution within the State of 
alcoholic beverages,” and to make such 
rules as it, from time to time, found 
necessary. Subordinate to the Author- 
ity were established Alcoholic Beverage 
Control Boards to supervise each county 
of the State; and a lone exception was 
made for New York City, which was put 
under one board. .. In the retail field, it 
was decreed that there should be but 
two types of licensed consumer outlets: 
one, the bar and grill, which could only 
sell liquor and wine by the drink on 
premises equipped to serve a specified 
minimum variety of food; and the other, 
the package store, which could only sell 
liquor and wine by the bottle for off- 
premises consumption.' Of these two 
types, the package store, generally 
speaking, has forged ahead rapidly in 
good-will value——a term to be defined as 
the selling price of intangibie assets set 
upon a going business by its owner for 
prospective buyers. 


KINDS OF STORES 


This liquor-store boom has been espe- 
cially prominent in New York City, 
where money, merchants, and markets 


1 A few stores were licensed to sell wine exclusively, but 
this was soon stopped and the number is negligible. 
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are most heavily lumped and, as a con- 
sequence, where reactions are most 
sensitive. However, it is necessary to 
distinguish the kinds of stores that would 
naturally exist in a large cosmopolitan 
city, for they are conditioned by definite 
sociological! factors, such as economic 
areas and classes and nationality areas 
and culture traits. We have the follow- 
ing important store groupings or cate- 
gories: 

1. The neighborhood store. This may 
be termed the average store. It is 
usually located on a local shopping 
street or in a strongly residential area. 
It is essentially a service store, getting 
business because of its convenience. It 
has a yearly gross volume ranging any- 
where from $30,000 to $100,000, the 
amount varying with the potentialities 
of the area of location and the price 
policy pursued, a matter which will be 
discussed later. The neighborhood store 
must be broken down, in its turn, into 
more exact classifications. 

a) The middle-class Anglo-Saxon 
store: This store has a “clean” trade, 
but at the same time a less profitable 
one, for the middle-class Anglo-Saxon 
customer is price-conscious, label-con- 
scious, and Scotch-conscious. Scotch, 
which is his favorite drink, offers the 
retailer somewhat less than twenty-eight 
per cent on standard brands. In the 
bargain, he demands the most servicing, 
such as delivery and credit (which is 
illegal), and often buys in case lots, 
which entitles him to a ten per cent 
discount. 

b) The Latin store: The Latin areas 
are pretty well scattered in New York 
City, but Manhattan still has a well- 
defined off-Harlem Spanish area and 
off-Canal Street Italian area. Never- 


theless, there are many other Latin- 
settled neighborhoods and, especially 
in the case of Italian locations, wine is a 
heavy seller, although the Spanish and. 
French are not far behind. Wine is 
more profitable than whiskey largely 
because standard brands do not domi- 
nate the wine field as they do in the 
case of whiskey. The merchant takes 
advantage of the “blind” nature of 
wine and his markup on the selling price 
runs between thirty-five and forty-five 
per cent. Whiskey brings usually no 
better than twenty-eight per cent. 

c) The Negro store: Located in Har- 
lem or central Brooklyn, this store does 
the bulk of its business in cheap whiskies 
and wines, with prices ranging from 
twenty-five cents for a pint of wine toa 
top of seventy-five cents for a pint of 
whiskey, although higher priced goods 
do make up a good part of the business. 
The Negro is a member of a predomi- 
nantly low-income class, and because of 
his economic condition, buys the cheaper 
private or nonstandard brand labels 
which are most profitable for the store- 
keeper. Such a store realizes a markup 
on the selling price of about thirty-two 
to thirty-four per cent as contrasted 
with the normal neighborhood store’s 
twenty-eight per cent. 

d) The poorly located store: This 
store is almost self-explanatory. Lo- 
cated out of the way, it has little or no 
shopping or residential trade to call 
upon. 

e) The mixed-trade store: This store’s 
business is balanced, drawing from 
nearly every race, color, and creed, and 
selling about twenty-five per cent wine 
to seventy-five per cent whiskey, the 
bulk of which is in the popular-priced 
dollar to dollar-twenty-five price range. 
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One might truly call it the “average” 
average store. 

2. The department-store liquor depart- 
ment. With the exceptions of the mid- 
town Fifth Avenue stores and John 
Wanamaker, most major department 
stores sell liquor. The liquor depart- 
ment is to be distinguished from the 
average store on three points. First, 
it does a larger volume of business. 
Second, it does metropolitan news- 
paper advertising-—notable examples are 
Macy’s, Gimbel’s, Hearn’s, and Bloom- 
ingdale’s. The average store at most 
uses a community low-rate newspaper. 
Third, it actively promotes popular- 
and better-priced private and “blind” 
labels. This is made possible through 
greater buying power and the ability, 
because of advertising, to sell them. 

3. The downtown Manhattan store. 
This store, located in the Wall Street 
area, has two sources of trade—the vast 
financial office building white-collar 
workers and a very heavy transient 
street trade. Outstanding examples of 
this kind of store are Wall Street Wine 
and Liquor Corporation and Nuss- 
baum’s, which is on Cortlandt Street, 
the approach to the New Jersey ferries. 
As to sales volume and merchandising 
policy, this store is almost identical with 
the department store; but it does less 
advertising in metropolitan papers, de- 
pending upon the advantage location 
gives; namely, a more natural by-the- 
door trade. 


““GOOD-WILL”’ VALUE 


It might well be postulated among the 
innumerable laws of economic behavior 
that, given a lucrative and fairly simple 
business, buyers for it will soon be forth- 


coming. While such a generalization 
necessarily admits of exceptions, it is, 
nevertheless, the pragmatic working 
premise of all business brokers, those 
people whose trade it is to find businesses 
that want to be sold and, then, buyers 
to buy them. However, successful 
brokers go one step further. If they 
have a fairly good thing, they make it 
appear a very good thing. That is the 
secret of high commissions. 

Located in the heart of the down- 
town financial district are two success- 
ful brokers. One is a bustling, as- 
sertive real-estate man; the other is a 
lawyer firm and team, who have par- 
tially deserted the overcrowded legal 
profession for greener ‘pastures. While 
other brokers work long and hard to earn 
a living at handling grocery stores, 
candy stores, luncheonettes, cafeterias, 
and cigar stands that want to be sold by 
their owners, these two brokers have 
reserved their efforts for liquor stores 
solely—and have thrived well on the 
broker’s standard commission of five 
per cent. Occasionally, they place a 
small advertisement in the business 
opportunity columns of The New York 
Times: “Liquor Stores. Good Buys. 
One Hundred Percent Propositions 
Only.” Their waiting rooms are always 
full of anxious, prospective buyers willing 
to pay substantial amounts for the 
“good thing” they have to offer: the 
lucrative and simple business. Between 
them, they have handled some three 
hundred liquor-store deals, probably 
three quarters of all those transacted in 
the metropolitan area since prohibition 
passed away. But what is most im- 
portant, these gentlemen have created a 
trading market that is literally based 
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upon the assumption that liquor stores 
are as sound and as stable as United 
States Government bonds while yielding 
a iar greater return. These gentlemen, 
by industrious promotion and salesman- 
ship, have created a boom. The good 
will of liquor stores has leaped to heights 
unknown and _ unequaled, generally 
speaking, in any other line of retail 
business; nowhere are such high values 
so widespread. An outstanding exam- 
ple is that of a store with sales of $74,000 
a year. The buyer paid the full cost 
price for the stock and in addition 
$47,000 for good will and fixtures. At 
the outside the fixtures were worth not 
more than $5,000, indicating at least 
$42,000 for good will alone. 

It is proper time now to ask the perti- 
nent question that comes to mind: Has 
this New York City liquor-store boom 
any foundation in fact? In other words, 
what are the unique assets of the liquor 
store; what are its possible liabilities; 
what factors must be considered in its 
short- and long-range future? An at- 
tempt will be made to answer these 
questions, as well as many others implied 
in them. 


ASSETS OF LIQUOR STORES 


The liquor store enjoys certain unique 
and decided advantages as contrasted 
with other lines of retailing. In viewing 
their number and nature, it is necessary 
to keep in mind that the approach is 
that of the average neighborhood store, 
for it is obviously the largest common 
denominator and typical of the rule 
rather than the exception. 

1. Competitors are limited in number. 
The New York State Liquor Authority 
has not issued any new package-store 


licenses in a period of more than two 
years; nor is there any indication of a 
change in policy for a very long time to 
come. While, by paying for good will, 
a license may be transferred, new licenses 
above the present number are out of the 
question. Prominent members of the 
Authority have voiced sincere assurances 
at various retailers’ association banquets 
and at other large meetings within the 
industry. In addition, no exceptions 
have occurred, although it is a known 
fact that unusual pressures have been 
brought to bear on both the Authority 
and the local A. B. C. Board? by and for 
influential people. The recent Lehman 
gubernatorial victory is taken by most 
retailers to mean an uninterrupted con- 
tinuance of the present policy for at 
least the next four years. Retailers, it 
must be remembered, unified in voting 
power by their strong associations and 
conscious of their aims, have much to 
say at the ballot box—and are not to be 
lightly trifled with by politicians. Ad- 
herents of numerical limitation point 
out that the fear of further license issu- 
ance is farfetched, for so successful has 
the present arrangement proved, that 
the neighboring States of Connecticut 
and New Jersey have recently followed 
suit. Those who still fear the smolder- 
ing temperance and _ pro-prohibition 
forces argue that a raging moral dry fire 
cannot be permitted to burst out again 
by increasing the number of retail 
liquor outlets. 

With all of this in mind, and centering 
attention on New York City, it will be 
found that there are exactly 1,198 li- 
censed stores to satisfy the thirsts 
unquenched in bars and grills in the 


2 Alcoholic Beverage Control Board. 
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five boroughs—Brooklyn, Manhattan, 
Bronx, Queens, and Richmond—as well 
as in the immediately surrounding 
counties of Nassau, Suffolk, and West- 
chester. This is a modest enough 
number of competitors when the area 
and population involved is considered, 
particularly in the light of the extreme 
unlikelihood of new stores springing 
into existence. 

2. Competitors are limited in proximity. 
For New York City and every other 
large population center in the State of a 
million or more people, there exists a 
fifteen-hundred-feet ruling—that is, on 
the same given street or avenue, liquor 
stores must be at least that far apart, 
which, in more visual terms, means 
approximately two city blocks. In the 
case of smaller communities, exceptions 
have been made. Certain Long Island 
and up-State stores may be as close to- 
gether as seven or five hundred feet. 
With the lessened distance protection, 
however, there is a commensurate de- 
crease in the yearly license fee from the 
normal eight hundred dollars to five 
or three hundred dollars. 

In the mad flurry of license granting 
immediately after repeal, the practical 
working effect of the distance ruling was 
in a few instances nullified through an 
oversight. While a competitor could 
not open within the regulated distance 
on the same street, there are cases where 
licenses were obtained “just around the 
corner” on an intersecting street. How- 
ever, not only are these situations rare, 
but they occurred almost without ex- 
ception in busy locations that can easily 
absorb more than one store. 

It is to be observed, too, that the 
mere possession of a retail liquor license 
does not permit, in the event of lease 


complications, the movement of the 
business to amy other location so long as 
distance regulations are complied with. 
There is no such freedom of movement. 
The license is issued for a particular 
address and any change must be on the 
same street. The exact plans of the 
new store, even as to cellar space, must 
be approved before a change can be 
made. Then, if all lease obligations 
have been met at the address to be left, 
permission will probably be granted. 

3. Competitors are limited to one 
store ownership. There are no chain 
liquor stores permitted in New York 
State. No corporation or entrepreneur 
may have more than a single license. 
So strict are the authorities on this 
point, that members of the same family 
find it difficult to own separate stores, 
although it is frequently permitted if a 
thoroughgoing checkup reveals no intent 
to create “dummy” owners. A cele- 
brated case exists of a New York City 
man who managed to evade the ruling 
and owned three or four stores by 
means of false “fronts.”’ His deception 
was finally uncovered and led to the 
complete loss of all the stores. Whereas 
he might have unloaded his choice loca- 
tions at very high good-will prices, his 
imprudent and rash attempt to be an 
illegal chain liquor-store operator re- 
sulted in his financial ruin, leaving him, 
today, a well-nigh penniless man. 

4. Competitors may not engage in any 
other branch of the liquor business. The 
store owner is confined to retail liquor 
activities. He may not engage in the 
distilling, rectifying, or wholesaling of 
liquor, or in the operation of a winery. 
He is, however, permitted to import as 
his particular needs require. It has been 
persistently suspected and rumored that 
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certain of the larger wholesalers have 
financial interests in or are the “real 
money” behind a select number of 
liquor stores. As yet, to the writer’s 
knowledge, no such facts have been con- 
clusively revealed in any single instance 
in New York City. 

It is the obvious intent of this ruling, 
and of the one regarding single store 
ownership, to permit no person or cor- 
poration to gain any unusually large 
advantage over competitors by virtue 
of superior buying and advertising 
power, lowered production costs, or any 
of the numerous economies which come 
with an ownership that has integrated 
several of the divisions in the producer- 
to-distributor-to-consumer marketing 
process: This is, in the main, an advan- 
tage for the average liquor retailer, whose 
interests and financial structure do not 
permit of a major expansion in the 
liquor field. 

5. Competitors are above average in 
character. When licenses were yet being 
granted, the privilege of obtaining one 
required a clean bill of health on the 
part of the applicant. The license 
money had to be from his own savings; 
he could have no criminal record or sus- 
picious connection with prohibition- 
period bootlegging; he had to be, in 
brief, a responsible, reputable member 


of the community. Today, before a 


license can be transferred in a sale of 
good will, the prospective owner is 
exhaustively examined as to character, 
background, and financial status. The 
sources of the money used to buy a store 
with must meet with approval. There 
can be no hint of faking ownership for 
some one the Board considers undesir- 


able. 
The importance of high character in 


a business that has had so turbulent a 
prohibition past, with all it implies in 
protecting the health and maintaining 
the confidence of the drinking citizen, is 
manifest. Also, clean-cut legitimacy, 
without periodic sensational exposés, is 
the best assurance that the business will 
operate on a reasonably stable and per- 
manent set of regulations, and not be- 
come the political football of both the 
reformer and the demagogue who will 
have evidences of corruption to point 
at and denounce. 

6. Competitors cannot canvass business. 
The personal contacting of old or poten- 
tial customers off the premises is ex- 
cluded from the liquor retailer’s possible 
selling or promotion methods. He is 
confined to off-premise printed adver- 
tising in the form of mail, the circular, 
or the newspaper; and, for the rest, he 
must depend upon courteous salesman- 
ship, selection of merchandise, electric- 
light signs, attractive window displays 
(which can only state price and content 
of a bottle), prompt delivery service, 
and the advantageousness of his location. 

Since the overwhelming majority of 
liquor brands sold in most stores are 
price controlled under the Feld-Crawford 
Act, the inability to canvass customers 
prevents the development of a wide- 
spread “‘chiseling” practice by stores 
who do not care to pursue a one-price-to- 
every-customer policy. There is also 
this to be remembered: The payment of 
a license fee of eight hundred dollars is, 
in part, for the distance protection 
privilege, which increases the likelihood 
of a store obtaining the potential busi- 
ness in the area around its location. 
Canvassing, which all but brings the 
store to the customer, as contrasted 
with advertising, which attempts to 
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bring the customer to the store, is an 
insidious method of breaking down the 
distance protection. Not to be over- 
looked is the menace of the bootlegger. 
What methods of operation might he 
not devise if shielded by the free-and- 
easy cloak of canvassing? 

7. Competitors cannot misrepresent mer- 
chandise. The honest merchant finds 
himself at home in the retail liquor 
business; and, what is most important, 
protected from the unscrupulous com- 
petitor who has no intention of giving 
the customer a square deal. Federal 
Government labeling regulations are 
stringent. Misrepresentation, or the 
slightest hint of it, is constantly being 
weeded out. The exact content of all 
domestic whiskies must be on the bottle. 
All alcoholic products—whiskies, wines, 
brandies, cordials, gins, rums,. domestic 
type champagnes, etc., are all under 
Government supervision. Standards 
are better maintained in the liquor in- 
dustry, as a result, than in any other 
field of production in America. Imports 
are more difficult to check, particularly 
rums and cognacs on the matter of age. 
This is a result of the poor supervisory 
methods in the producing countries. 
However, customs inspection is pains- 
taking and very little, if anything, gets 
by that is not supposed to. 

8. Merchandise is never shopworn or out 
of style, and is exceptionally stable in value. 
First, while liquor does not depreciate, 
there is, of course, a fast and slow season 
for certain items; that is, gin sales in- 
crease in the summer, whiskey sales drop. 
But it is a truism of the retail liquor 
business that every bottle on the shelf 
is a staple. If a markdown does occur, 
it may be a result of a “forcing-sales” 
policy, or the pressing need of liquidat- 


ing stock into needed cash, but never 
because the particular item is a “lemon.” 
Champagne, it is true, if improperly 
handled, may turn flat; and wines occa- 
sionally have sediment settling at the 
bottom of the bottles. But, in both in- 
stances, the merchandise is almost always 
sold on a guaranteed basis and is return- 
able to the producer or wholesaler. 
Even breakage does not cause a loss. 
The general and accepted practice 
among retailers is to return the neck of 
the bottle with the unbroken Govern- 
ment revenue stamp to the distiller 
and claim credit for merchandise broken 
in shipping. The distillers’ policy on 
this matter has been very lenient and is 
universally interpreted as a guarantee 
against breakage for the retailer. 

A liquor store may sustain losses as a 
result of little business, or, conversely, 
because of excessive overhead, but 
almost never through a drop in mer- 
chandise value. The greatest part of a 
bottle of liquor’s cost is in the taxes and 
revenues imposed upon it. These are 
fixed and never decrease, but sometimes 
increase. Consequently, the “bottom 
dropping out” of the price on any item 
just does not happen. Even when dis- 
tress selling takes place at cost or below 
cost, the taxes are still to be reckoned 
with. They are a stabilizing influence 
that is perhaps nonexistent in the case 
of any other type of commodity. Even 
canned foods, a much lower markup 
item than liquor, are frequently subject 
to marked fluctuations. And cigarettes, 
which hold up well, are highly spoilable. 
The best proof, however, of liquor’s 
price stability is that it is almost always 
returnable to the distiller or wholesaler 
at cost. 

9. Most merchandise is price con- 
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trolled. All nationally advertised stand- 
ard brands, as has been previously men- 
tioned, are subject to the Feld-Crawford 
Act. Under it, the distiller has the 
right to obtain an injunction and sue for 
damages the offending retailer who cuts 
the agreed selling price. But the dis- 
tiller, getting his full profit, and desirous 
of increasing his volume because of a 
highly geared and overhead-creating 
productive capacity, is reluctant to 
police the retailer and see to it that 
prices on his brands are maintained. 
What keeps him in line, however, is the 
whip-weapon the retailers hold; namely, 
their strong, cohesive associations. 
Every borough has one. Active hand- 
in-hand codperation has brought them 
fair success through what has proved 
thus far a normally workable method. 
First, the distiller is warned to take 
action against nonassociation insurgent 
retailers. If the distiller ignores the 
warning, a city-wide boycott is called 
against the price-cut brand or brands 
involved. The merchandise goes “under 
the counter” in the retailer’s store; he 
cancels all orders; and informs the 
customer, ‘‘We don’t carry that brand, 
for we have found it most unsatisfactory 
—and would you care to try such-and- 
such brand, which is an exceptionally 
fine whiskey for the price?” There are 
two classic examples of the power of the 
retailers’ associations. There is the 
famous battle fought with National 
Distillers over “Crab Orchard,” at that 
time the leading popular-priced whiskey 
in the New York City market. A price 
war on the item began and soon it was 
slashed to cost and, in some stores, 
below cost. National Distillers did not 
act and a boycott was called. Crab 
Orchard was “‘killed.”” And the peace- 


pipe that the great corporation was 
finally forced to smoke with the retailers 
could not bring that whiskey back to 
anywhere near the leading position it 
had formerly held in the market. 
Schenley Distillers, ninety million dol- 
lars strong, was the next to learn that 
the associations could not be bucked 
when the former attempted to remove 
the Feld-Crawford restrictions from 
their entire line. They are now paying 
a costly price for the ill will the retailers 
have stored up against them and their 
products. 

10. Merchandise cannot be sold to the 
customer on credit. Here there are 
manifest advantages for the average 
retailer. He is spared the additional 
overhead burdens of legal service and a 
credit department. Then, too, he is 
able to merchandise on a smaller capital 
investment and retain his reserves for 
advantageous buying; and competitors 
with vaster financial resources are not 
able to lure his customers away. 

From the viewpoint of general policy, 
credit to the consumer might very easily 
promote excessive drinking, which, in 
turn, might become a potent cause of 
hostile legislation or pro-Dry sentiment. 

It is interesting to note, in contrast, 
that the retailer himself enjoys credit 
terms from the jobber well in excess of 
those offered on comparably steady 
items, such as canned goods, cigarettes, 
and raw products, which are usually 
sold on a C.O.D. or ten-day basis. 
The Authority has provided that credit 
to liquor stores must not go beyond ten 
e.o.m.——that is, forty days from the first 
of any given month, when the bulk of 
the buying takes place. If, at the end 
of that time, the retailer has not paid, 
he is put on the local A.B.C. Board’s 
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blacklist and it is illegal to give further 
credit—although C.O.D. shipments are 
permitted—auntil the indebtedness has 
been entirely cleared. The ten e.o.m. 
terms have been in effect a little less 
than a year. Immediately after repeal, 
before retailers had such a thing as a 
credit rating, the bulk of the goods sold 
to them was C.O.D. After that, there 
was a period in which credit was catch- 
as-catch-can, with wholesalers giving as 
much as possible in order to retain their 
customers in a very competitive market. 
In the middle of 1937, the Authority 
suddenly issued a twenty-one-day credit 
ruling; but in a few months the present 
ten €.0.m. terms were substituted and 
there is good reason to believe they will 
remain. The Board, with the interests 
of the entire industry in mind, has found 
them to be the most satisfactory credit 
basis their research, experimentation, 
and common sense can unearth. 


LIQUOR CONTROL OUTSIDE OF 
NEW YORK 


If we now contrast the New York 
State liquor store with those in imme- 
diately surrounding States, many of the 
advantages listed will be more fully 
appreciated. Pennsylvania is outside 
the range of this discussion, for it has 
State-owned stores and is not a field for 
private retail enterprise. But in the 
States of New Jersey and Connecticut, 
and in the District of Columbia, for 
example, we find the following facts: 


1. Cigar, grocery, drug, and chain stores 
may sell liquor along with other lines. 

2. Distance regulations are negligible, if any. 

3. Limitation on the number of stores has 
but recently taken place in New Jersey and 
Connecticut; the liquor field is very crowded. 

4. A few months ago New Jersey, after years 


of disastrous, havoc-bringing price wars, em- 
barked upon a program of price control. It is 
too early to judge just how well it will succeed. 

5. Summing up, neighboring States have an 
incoherent, often chaotic, system of decentral- 
ized liquor control in which townships, counties, 
and districts have much to say, each voting 
period possibly bringing complete reversals of 
position. For example, in New Jersey, bars 
and grills in a certain community were suddenly 
shut because there had been a “change of mind” 
on the part of the voters. New York State has 
a centralized and, on the whole, smoothly 
operating system of liquor control. 


LIABILITIES OF LIQUOR STORES 


After so roseate a presentation of 
assets, the liabilities must be mustered 
to counterbalance, qualify, and make 
truly objective the liquor-store picture. 

1. The question of unionization. ‘The 
entire distribution end of the liquor 
business, from distiller to wholesaler to 
retailer, is strongly unionized in New 
York City. Thus, if a jobber, distiller, 
or store does not concede to union terms 
sympathetic strikes and boycotts are 
called by truckmen, warehouse men, 
salesmen, and missionary men, as the 
situation demands, until the recalcitrant 
individualist is brought to terms. For 
example: The salesmen of wholesalers 
A, B, C, and D, companies who carry 
pretty much the same brands of Scotch, 
believe they are getting insufficient com- 
missions on their sales. Their union 
acts. A/i wholesalers are informed that 
they cannot receive or ship the Scotch 
brands involved until the complicated 
question is settled. Overnight, the re- 
tailers of the City are faced with a short- 
age of needed merchandise. Such a 
Scotch strike took place in 1938 and for 
several days the affected brands were 
at a premium. Those stores which 
were insufficiently stocked were at a 
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crying disadvantage, for they lost not 
only sales but certain of their following 
who found that their needs could be 
satisfied elsewhere. 

In the store itself, the salesclerk’s 
union has a strong foothold and only 
the City’s outlying fringes, such as West- 
chester and Long Island, are yet free. 
The right or wrong of unionization is of 
course a controversial matter, involving 
as it does complex economic and pro- 
found social questions; but in the case 
of liquor stores one truth is self-evident: 
No other business in the retail field that 
must bear union obligations is so regu- 
lated and limited in mode of operation. 

2. The question of store hours. Liquor 
stores are permitted to be open from 
eight a.m. to twelve p.m. every day 
except Sunday, general election days, or 
Election Day. These hours are fully 
used by all stores with one notable ex- 
ception, the department-store liquor 
department which, in conformity with 
general store policy, closes far earlier— 
although it has, in many instances, 
established “late nights” two or three 
days a week when it remains open with 
the rest of the store closed. This can 
be comfortably done because regulations 
require that the liquor department be 
separated by a wall from the rest of the 
store and be located on the ground floor 
with a street entrance. On the whole, 
however, the wall separation is a dis- 
advantage, whether it be for a depart- 
ment or grocery store that carries liquor, 
for the customer can purchase and leave 
without noticing or being attracted to 
other wares that are offered in the larger 
store. This drawback has been lessened 
by the introduction of transparent glass 
walls. 

The matter of long store hours brings 


up, of course, the cold, hard items of 
heightened overhead: additional wages, 
electricity, and supervision. Buta more 
curious and dangerous matter must be 
considered. It is a rare liquor store that 
has not been held up—and late hours 
are the best time for bandits to operate. 
This statement is widely true of the 
neighborhood stores, where trade is 
irregular and sometimes far between. 
There have been no holdups as yet in 
the department or downtown Man- 
hattan stores where trade is more con- 
stant. Holdup men are evidently con- 
vinced that liquor stores are good pick- 
ings and, as a consequence, insurance 
rates have gone up. 

3. The question of related items. Other 
States frequently permit their liquor 
stores to sell soda water, beer, and flavor- 
ings. These naturally related items are 
sales inducements, particularly in the 
case of neighborhood service stores. 
Too frequently, the inability easily to 
purchase ginger ale or vichy water kills 
the potential purchase of a bottle of 
rye or Scotch. Why New York State 
objects to the sale or display of such 
items on the liquor store’s premises can 
only be understood in the light of its 
price-maintenance policy. It is feared, 
in all probability, that the uncontrolled 
related items would be used as price- 
cutting “blinds.” 

4. The question of Government control. 
A liquor store must record its purchases 
and buying prices, its sales and selling 
prices; must keep special books subject 
to instant inspection the moment an 
inspector drops in; is subject to penalties 
and fines for broken revenue stamps on 
bottles or the improper display of the 
license to sell liquor; and cannot sell a 
split second before opening time or 
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after closing time. These random ex- 
amples are meant to convey two things: 
first, that the liquor store carries an 
above-normal burden of record and 
bookkeeping overhead; and, second, 
that the intensive Governmental ad- 
ministration is always like a threatening 
sword of Damocles ready to drop down 
and destroy a man’s livelihood or his 
store’s good will. True, there are no 
examples of any grave injustices that 
have been done. But, among most 
retailers, absolutely honest in their 
intentions, there is an uncomfortable 
sense of brooding, omnipresent danger. 

5. The question of good will. Depart- 
ment-store liquor departments are, under 
normal conditions, not for sale and we 
may dismiss them from this discussion. 
There is one notorious instance, how- 
ever, of the reverse situation—a depart- 
ment store purchasing a liquor license. 
One of Brooklyn’s leading stores was 
the buyer and the good will paid was 
very substantial. It has far from re- 
turned to the company’s coffers to date. 

This instance is cited as an example of 
how careful one must be with the invest- 
ment of a large sum of money in so 
ephemeral a thing as good will. A liquor 
store is not a machine that will auto- 
matically ring up exactly the expected 
profit per week simply because past 
figures indicate it. Searching questions 
must be asked: How much of the store’s 
volume is based upon unrevealed cut- 
price business? Has the present pro- 
prietor or any of his salesmen a following 
so personal as to be impossible to keep 
once they have left? Is the neighbor- 
hood reasonably static; is it in an 
indeterminable flux; or is it definitely 
“dying.”” As a purchaser, is your 
record clear—so that a few months after 


buying a store you will not suddenly 
lose it because of facts unearthed con- 
cerning your past? 

The general idea of good will is open 
to serious question. Is it, perhaps, more 
prudent to attempt some other line of 
business calling for a smaller investment 
and to hold the money that would have 
gone into good will as a reserve for buy- 
ing, advertising, expansion, or emer- 
gency? Noenterprise is certain. There 
are, moreover, serious premonitions as 
to the future of the liquor store, which 
will be discussed in the final section of 
this paper. 

5. The question of expansion. Should 
the retailer with ample money and credit 
resources bother at all with a liquor 
store? He is limited; he cannot branch 
out, either horizontally in chain-store 
operation or vertically in distilling or 
jobbing. Does a small investment, that 
will split or tend to dissipate his re- 
sources and that will take much time 
and attention, pay? 

7. The question of price war. In price 
is hidden the first secret of profits. For 
this reason, the question of price war is 
probably the most important single 
factor to discuss. Since two prominent 
categories of stores are not materially 
affected by price wars; namely, the 
Negro and Latin stores, the question is 
not a universal one, for these stores, as 
has been previously indicated, do the 
bulk of their business on private and 
“blind” labels, which are not affected 
by the “chiseling” and “slashing” on 
standard brands. 

The best understanding of the price 
war is to be found in an analysis of how 
it comes about. The poorly located 
neighborhood store is a prime instigator. 
Pressed to get business by fair means or 
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foul, it chips the sales tax and about ten 
cents off the average per dollar sale. 
Soon the better located mixed-trade 
stores follow suit, for many of their 
customers are commenting, “I can get 
it cheaper at So-and-So,” and the store- 
keeper is determined to show his trade 
that he can treat them just as “right.” 
This is the first step: under-the-counter 
chiseling. At first, it is not widespread, 
for the mixed-trade store confines its 
chiseling to its steady trade. But the 
poorly located store, with no other 
means of obtaining business save price, 
continues, impeded but little by letters 
of warning from the distillers to maintain 
price. In the meantime, the depart- 
ment-store liquor department suffers 
most. Having a one-price policy, it 
cannot carry on an under-the-counter 
practice; nor can it break out in the 
open, for the retailers’ associations, while 
lenient with the methods of its own 
membership, will not tolerate it in so 
public a type of outlet as a department 
store. The distillers must issue injunc- 
tions or gain the enmity of the associa- 
tions. As the busy winter season de- 
velops, however, the downtown Man- 
hattan stores, frantically trying to get 
business away from the neighborhood 
stores, enter the fray with under-the- 
counter chiseling, a system of customer 
recommendation—‘‘tell your friend to 
show this card”—and short-period price 
cutting in the windows. This last 
method consists of putting out a sign 
for a few hours indicating a price cut; 
and then pulling it in and claiming 
never to have done anything wrong. 
Invariably, the holidays—Christmas and 
the New Year—bring the price war to a 
head. Association members are busy 
in their respective stores. The dis- 


tillers are offering great price induce- 
ments known as “deals.” There is 
a vast amount of potential business 
around. The break finally comes. The 
downtown Manhattan stores come out 
in the open with their price cuts. The 
local neighborhood stores split their 
united front in their anxiousness to get 
business and retain the customer. The 
department stores and the Manhattan 
stores become the leaders. Backed by 
superior buying power, notoriety, and 
advertising, they break the market 
wide open. The neighborhood stores 
are hit the worst, for they are drained 
of their expected volume and profits and 
are least able, financially, to stand the 
strain of close-margin merchandising. 
Before the associations can assemble and 
bring pressure to bear and before in- 
junctions can be issued, a week has 
passed and the holiday buying has been 
all but satiated. This story, in almost 
identical fashion, has taken place every 
year since the Feld-Crawford bill was 
enacted. Up to now, the significance of 
the price war may be stated this way: 
It materially affects only the winter hol- 
iday season—otherwise, the associations 
have been strong enough to keep prices 
in line despite the smoldering hostility 
of the distillers. 


PRESENTIMENTS FOR THE FUTURE 


No business can deny, or, on the other 
hand, completely foretell, its future. 
But that future—what it might reason- 
ably be expected to hold in store—must 
be considered. The facts, the experi- 
ences, the intimations that the past and 
present have tossed up out of the flux of 
five years must give us our confidences 
or presentiments for the future. Out- 
side of the vague desire for a sharp im- 
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provement in general business condi- 
tions, there is no specific matter being 
agitated or particularly hoped for by 
the retailers. Nor is there any indica- 
tion that the legislature, satisfied with 
its work, has any intention of further 
improving the retailer’s lot. But fears 
abound. These need discussion. 

1. The fear of scandal. It has already 
been pointed out that from all appear- 
ances, and from the writer’s personal 
knowledge, the administration of the 
liquor control has been an honest one. 
But there are rumors as the result of 
Mr. Thomas Dewey’s investigation. 
The talk in liquor circles has it that Mr. 
Dewey has unearthed facts tending to 
prove that certain bar-and-grill and 
package-store licenses were obtained by 
means usually termed “slightly irregu- 
lar.” Whether or not the entire matter 
is another bit of sensationalism blown 
out of proportion by the newspapers 
remains to be seen. 

In the legislature at Albany the Re- 
publicans are busy attempting to make 
an issue and political profit out of the 
present administrative setup for liquor 
control. The New York Times of 
December 19 quotes Republican State 
Senator Walter J. Mahoney as saying 
that he would ask an investigation of 
the New York State Liquor Authority. 
“T intend to ask that my inquiry pro- 
posal be made a major part of the Re- 
publican party’s legislative program. .. 
I believe my request will receive party 
support.”” Mr. Mahoney is further re- 
ported as claiming the need for the re- 
vision of “the A. B. C. law to end alleged 
abuses, improper practices, and even 
criminal activities and put our State 
liquor-control administration on the 
right track again.” 





It is not the province ci this paper to 
distinguish between or label demagogy 
and sincerity. In either case an in- 
vestigation may not do the retailer good. 
Crude and shallow antiparty-in-power 
investigations do no one any good; for 
while a private party may be sued, a 
politician is immune from legal punish- 
ment for the harm he may bring about 
through misrepresentation. On the 
other hand, should an honest investiga- 
tion reveal “abuses, improper practices, 
and even criminal activities’ —and while 
a housecleaning of corruption is always 
proper—there is no telling where a new 
downpour of legislation would put the 
liquor store. Both for the proprietor 
and the prospective buyer of the liquor 
store this is a fear to be well considered. 

2. The fear of a new party in power. 
This matter is of course closely allied 
with the preceding one. The distinc- 
tion might be put this way: Whereas a 
minority party may possibly bring 
about an investigation which in turn 
may possibly lead to legislative changes, 
the ascendency of the minority party to 
power and the reversal of the political 
picture would positively lead to changes. 
And this for several reasons: Liquor 
control is rapidly assuming the propor- 
tions of a political football and the emi- 
nence of a major issue. The Repub- 
licans are traditionally an anti-Govern- 
ment-control party and if this attitude 
were assumed by them in the case of the 
liquor business, it might express itself 
in removing the numerical limitation 
and __price-control __ barriers. These 
changes would bring havoc to the aver- 
age retailer. And, finally, in paradoxical 
contrast to this last suggestion—that 
the Republicans might increase con- 
sumer outlets and drinking—it is to be 
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remembered that what remains of the 
small but potent dry forces are over- 
whelmingly within the Republican party. 
Thus, with a return of Republicans to 
power, a question will come into being: 
Will wine flow more freely—or will 
Dionysius be shunned into oblivion 
once more? Admittedly, this last is 
unlikely, but it may contain the kernel 
of a tendency. 

3. The fear of a developing price war. 
Price wars have been irregular, but there 
is noticeable an increasing frequency 
and duration to their occurrence. The 
last preholiday winter season war lasted 
about nine days. . Certain consequences, 
if the strife is not really put down more 
convincingly than of late, are inevitable. 
The customer is receiving a too frequent 
education in price. Either standard 
brands have a uniform price everywhere, 
or, if not, it most certainly pays for him 
to shop or bargain. This, in itself, 
tends to break down the price structure. 
If the liquor business degenerates into a 
chain of battles and interludes—as the 
distillers seem to be attempting to make 
it behind the scenes—the high good-will 
quotations will disappear and the busi- 
ness, so far as standard brands are 
concerned, will become as killingly com- 
petitive as the retail drug line. Of little 
assistance to the cause of price control 
was the court’s award of one hundred 
dollars damages to National Distillers 
against Wall Street Wine and Liquor, 
a downtown Manhattan price cutter. 
With punishment so light, many a big- 
volume store will not hesitate to break 
out of line. The associations are the 
real and most effective bulwark against 


the price slashers. But what is to be 
their fate? Efforts to corrupt their 
leadership are constant. And the law 
may, there is no telling when, destroy 
them altogether. ‘Restraint of trade” 
is a vague, ambiguous, and easily appli- 
cable clause. 

4. The fear of another world war. 
European conditions are far from easy. 
In Mexico and South America ideologies 
uncongenial to most of the citizenry of 
the United States have sprung up in such 
a fashion as to indicate economic alli- 
ances with foreign powers. The world 
is, almost too obviously, on the brink 
of war. The unforgettable Czecho- 
Slovakian crisis that had Englishmen 
digging dugouts in their London parks 
speaks for itself. An unanswerable 
question is asked: Would a major con- 
flict involving the United States bring 
the return of prohibition for reasons of 
“clear thinking and industrial effi- 
ciency?”’ It happened once before. 





[Continued from page 9.} 


item when he is interrupted by another 
customer demanding attention or 
making a complaint. These circum- 
stances tax the patience of the over-the- 
counter-salesman and make it difficult 
for him to maintain a proper selling 
attitude. 

Viewed in the light of the above 
problems, success in over-the-counter 
salesmanship is no easy task. There 
are very few good retail salespeople. 
The field challenges the most intelligent 
efforts of any who believe they have the 
ability to sell. 


Dd ee 

















Retailing in Russia 


An English book,! published last fall, 
gives for the first time detailed informa- 
tion in regard to the organization for 
retail trade in Soviet Russia. 

Practically none of the retail trade 
of the country is handled by private 
individuals. Retail distribution in vil- 
lages and rural communities is handled 
by consumer codperatives and in towns 
by chain stores owned and operated by 
the State. It is only in the following 
service trades that individuals may 
operate their own establishments: boot 
repairing, dressmaking, hairdressing, 
laundering, tailoring, optician. In these 
private enterprises, only one person 
may be employed in addition to the 
members of the family of the owner. 
The total sales of these service estab- 
lishments is less than six per cent of the 
total retail trade. 

The chain stores first established by 
the State were of the general store type 
but more are now unit or specialty 
stores, handling a limited line such as 
food, shoes, or men’s clothing. 

There are only about twenty depart- 
ment stores in the whole country. The 
largest is the Univermag in Moscow with 
4,000 employees and sales the equivalent 
of about twenty-five million dollars. 

The operating expenses in Russia, 
exclusive of sales taxes, are only about 
ten per cent of the sales. Salaries 
are about four per cent, rent one and 
one-half per cent, transportation on 
purchased goods one and _ one-half 
per cent, and miscellaneous three per 
cent. These figures are somewhat un- 


1 Leonard Egerton Hubbard, Soviet Trade and Distri- 
bution (New York: The Macmillan Company, 1938), 380 
pages, $5.00. 


derstated in terms of our accounting 
practice, since they are based on sales 
totals including sales taxes which rep- 
resent from 20 per cent to 50 per cent 
of the sales price. If the average tax is 
assumed to be 30 per cent of the sales, 
the sales less tax would be 70 per cent. 
Ten per cent divided by 70 per cent 
gives 14 per cent for total expenses, 
exclusive of sales tax. Even this figure 
is less than one half the expense rate in 
the United States. This does not mean, 
however, that there is a lower margin 
in Russia between cost and selling price, 
since sales taxes are so heavy. 

The low-expense rates may be ex- 
plained on three grounds: first, the 
lack of service; second, the low salaries 
paid in retailing; and third, the small 
assortments carried. No credit is given. 
While installment payments are allowed, 
they are really will-call accounts since 
the customer may not obtain his pur- 
chase until the last installment is paid. 
There is also a virtual nonexistence of 
many other services commonly granted 
by stores here. 

In regard to salaries, the average 
monthly salary is only one hundred and 
ninety-five rubles a month or about 
seven dollars and seventy-five cents. 
Retailing is regarded as a nonproductive 
section of activity and trained and efhi- 
cient workers seek other and better 
paid jobs than retailing affords. Re- 
cently, however, resultant wastes and 
complaints of poor service have led to 
the development of special institutions 
for training salespeople and store man- 
agers. 

One of the most interesting phases of 
the Russian retail situation is the setting 
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by the Government of a fixed minimum 
rate of turnover for every line of goods, 
regardless of the part of the country and 
regardless of the type of shop. This is 
expressed in terms of days’ supply for 
each store. For example, if twelve 
turns a year are set, this is equivalent to 
thirty days’ supply of the goods in ques- 
tion. If the store is averaging sales in 
this type of merchandise of $40 a day, 
the stock may not exceed 30 X $40 or 
$1,200. Inspectors make checks at reg- 
ular intervals to determine whether 
stores are overstocked in terms of maxi- 
mum number of days’ supply that may 
be on hand. 

This turnover control while tending to 
limit inventory losses and stockkeeping 
expense results in a small selection of 
goods—a selection that American cus- 
tomers would consider entirely inade- 
quate. 


GOVERNMENT SUPERVISION IN OTHER 
EUROPEAN COUNTRIES 


It is not only in Russia that the Gov- 
ernment exercises close supervision of 


Book 


Milestones of Marketing, by George 
Burton Hotchkiss. New York: The 
Macmillan Company, 1938, 306 pages. 


Milestones of Marketing is a brief history of 
the evolution of marketing. It provides a 
background for a better understanding and 
appraisal of present-day distributive methods. 
It should be of help to business men in formu- 
lating their individual plans, and of even greater 
help to those who mold and direct the policies 
of Government toward business. A broader 
reason for studying the history of marketing is 


retail stores. In Germany, while stores 
may be privately owned, the Govern- 
ment is driving to close down unprofit- 
able stores. These do a considerable 
amount of tax-free business, due to tax 
exemption on the base of the schedule 
and they occupy workers who would be 
more valuable to the State in other jobs. 
By transferring the business of un- 
profitably operated stores to profitable 
ones, Germany hopes to increase her 
tax receipts. The goal set is seven 
stores per one thousand inhabitants in 
urban communities. This compares 
with an average of about twelve stores 
per one thousand inhabitants in the 
United States. 

In the Netherlands, no person is 
allowed to operate a retail store until 
he has passed an examination held by 
the “Institute for the Middle Classes.” 
The applicant has to prove that he 
possesses sufficient technical, juridical, 
and commercial knowledge and suffi- 
cient capital. At the last examination, 
2,541 applied of whom 637 (25 per cent) 
were rejected. 


Reviews 


that it constitutes a large share of the history 
of civilization. The struggles of the individual 
groups and peoples to gain the right to trade, 
and to control and direct commerce, constitute 
some of the most dramatic and fascinating 
chapters in the history of mankind. 

Whereas the chapter of particular interest to 
retailers is “The Rise of Large-Scale Retailing,” 
the scope of the book is so broad as to include 
such chapters as “The Guild System in Do- 
mestic Marketing,” “The Rise of National 
Advertising,” “Effects of the World War,” and 
“Marketing under the New Deal.” 


E. O. S. 
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It’s an Art, by Helen Woodward. New 
York: Harcourt, Brace & Company, 
1938, 405 pages. 


When writers such as Kallet, Chase, and 
Schlink criticize advertising and advertised 
products, many readers dismiss the accusations 
as trivial objections raised by professional 
faultfinders. But when similar indictments 
are presented by an experienced member of the 
advertising fraternity itself, they carry consider- 
able weight. Mrs. Woodward’s It’s an Art 
says it is a real art to fool the public by adver- 
tising products that the public does not want and 
cannot afford to buy. 

Mrs. Woodward mentions hundreds of 
products by name. She says it would be funny 
to advertise bread or grape juice as a reducing 
diet if it were not for the fact that consumers 
are misled. 

She states that publications are run for the 
benefit of advertisers rather than for readers. 
The Saturday Evening Post is singled out as 
a magazine receiving more than six times as 
much revenue from advertisers as from sub- 
scribers. She says the moral is obvious. It 
is an interesting conjecture whether a publica- 
tion that puts the interest of advertisers ahead 
of interest of readers can survive for a long time. 

The two most constructive chapters, in the 
opinion of this reviewer, are ““A Glass of What, 
George?” which is an excellent analysis of liquor 
advertising and “Kid Shows” which outlines 
how successful radio programs for children may 
be designed. 

Books of this type are intensely interesting, 
instructive, and provocative. At the same 
time they tend to be biased, superficial, and 


opinionated. 
E. O. S. 


Practical Radio Writing, by Katherine 
Seymour and John T. W. Martin. 
New York: Longmans, Green and 
Company, 1938, 308 pages. 


Retailers who now utilize, or who plan to 
utilize, radio advertising will find Practical 
Radio Writing, by two seasoned radio writers, a 
helpful volume. Although the authors explain 
thoroughly the technique of writing scripts for 
all types of programs, both entertaining and 
informative, they concentrate on the technique 


of writing scripts for the types of “spoken” 
programs, such as dramas, news broadcasts, and 
service programs, which are best adapted to 
retail use. The chapters dealing with The 
Mechanics of Radio Drama, Specialized Pro- 
grams, News Broadcasts, and Commercial 
Credits will prove especially interesting to 
retailers. Chapter 7, Specialized Programs, in 
particular, should be read by every retail adver- 
tising practitioner, whether or not he has 
anything to do with the preparation of radio 
scripts. In this chapter, the authors reveal a 
keen understanding of the kinds of appeals 
which are most consistently effective in radio 
advertising, or in any other type of advertising, 
in influencing women to act. 

The book is made doubly practical through 
its inclusion of illustrative radio scripts which 


have proved successful in use. 
C. M., E. 


Advertising Media, by Hugh E. Agnew 
and Warren B. Dygert. New York: 
McGraw-Hill Book Company, Inc., 
1939, 450 pages. 


Advertisers spend millions of dollars a year 
for space or time in advertising media, yet most 
of them spend little, if anything, to determine 
whether or not they are investing their adver- 
tising money wisely. Retailers, in particular, 
give inadequate study to the evaluation and 
selection of media, even though considerably 
more than half of every dollar they invest in 
advertising goes for space or time as a rule. 

Advertisers who are eager to do a more 
intelligent job of selecting advertising media in 
order to get full return for every advertising 
dollar will welcome the new edition of Advertising 
Media by Professors Hugh E. Agnew and 
Warren B. Dygert of New York University. 
Based on a widely read, pioneer edition written 
by Professor Agnew about ten years ago, the 
new book brings up to date the ever-changing 
subject of advertising media. In addition, it 
incorporates valuable material on direct adver- 
tising and displays which was not included in 
the original volume. It covers concisely and 
impartially the pertinent facts about all the 
more important media so that advertisers may 
choose wisely from among them. Then it shows 
advertisers how they may make best use of the 
various media which they select. 
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No advertising executive should dare to spend 
a nickel of his own or another’s money for 
advertising space without first reading carefully 
this eye-opening book. 
C. M. E. 


Effective Marketing, by L. Rohe Walter. 
New York: McGraw-Hill Book Com- 
pany, Inc., 1938, 375 pages. 


One of the most palatable books on marketing 
published in recent years is L. Rohe Walter’s 
Effective Marketing. Written in a graphic, 
conversational style, it makes good after-dinner 
reading. Yet every page is packed with tested 
marketing practices which have proved success- 
ful in use—with facts which every sales and 
advertising practitioner and every teacher may 
study with profit. In his first chapter, Mr. 
Walter outlines the seven marketing principles 
that are essential to effective marketing. In 
successive sections of the book, he explains 
clearly and forcibly the necessity for and the 
best methods of Getting the Product Right; 
Organizing for Selling; Knowing Your Market; 
Understanding the Customer’s Viewpoint; 
Keeping Ahead of the Parade; Planning and 
Working Your Plan; and Promoting Sales 
Aggressively. 

Of all the twelve chapters, perhaps none is 
more valuable than Chapter VI, Why the 
Public Buys. In this chapter Mr. Walter 
reports the previously unpublished findings of a 
survey which he and Mr. J. Parker van Zandt, 
an executive of the Chicago Century of Progress, 
conducted at the Fair to determine why some 
exhibitors succeeded, while many more failed. 
By studying the actions and reactions of the 
more than forty million visitors to the Fair, Mr. 
Walter and Mr. van Zandt were able to de- 
termine “the relative importance of basic 
human-nature traits and the modern ways to 
arouse them.’”’ This study revealed the “final 
and authoritative preferences of a group equiv- 
alent to one sixth the population of the country.” 

Practitioners and teachers will find helpful 
the practical marketing problems, to which 
suggested solutions are offered in an appendix. 

C. M. E. 


Government Price Fixing, by Jules Back- 
man. New York: Pitman, 1938, 304 


pages. 


This book is a scholarly historical treatment 
of those actions by governments which are 
undertaken deliberately to fix prices. These 
actions may take three forms: (1) determination 
of price without controlling supply or demand; 
(2) control over supply or demand; or (3) simul- 
taneous control of supply, demand, and price. 
The book thus covers practically all the schemes 
which might be resorted to by governments to 
fix prices of various commodities. The book 
does not cover private price fixing, but since 
the author thinks laissez faire “is as dead as the 
proverbial dodo,”’ he probably would subscribe 
to a need of study of this field also. 

Most of the illustrative materials come from 
the agricultural fields since it has been in con- 
nection with farm products that government 
has been most active in fixing prices. It should 
be noted that this price fixing comes as the 
result of pressure by farmers to secure better 
prices to enable them to maintain their custom- 
ary plane of living, since private price fixing of 
the things farmers buy may make maintenance 
of the plane of living impossible. The author 
rightly points out, if private price fixing is 
wrong, it will not be righted by resort to more 
price fixing; rather, private price control should 
be eliminated. Most economists would agree 
with this and much propaganda is now underway 
trying to convince business men prices should 
be flexible rather than rigid if best results from 
our economy are to be secured. 

In addition to chapters summarizing price 
fixing during the World War and under the 
NRA, the book concludes with two chapters 
which summarize excellently the problems of 
enforcement and the theoretical aspects of the 
economics of price fixing as well as a carefully 
selected bibliography. 

The author suggests in the last chapter that 
theoretically the difficulties of price fixing are 
insurmountable in an economic system that is 
in part competitive and in part controlled. It 
should be noted though, that private price fixing 
has been very profitable for many individual 
concerns under precisely such an economic 
system, and after all that is what the business 
man—be he farmer, manufacturer, or merchant 
—is interested in. That may be the reason why 
“the lessons of price fixing” are never learned by 
those who would fix them; the good of society is, 
perhaps, too abstract and academic for them. 

L. B. 
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